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“It is very likely that when we reconvene in 2020 to recap the previous decade, the path the 
economy and stock market will have traveled will bear little resemblance to the current 
consensus projections.  We believe it is highly unlikely that the worst decade in terms of stock 
market performance in history will be followed by a consecutive decade of dismal returns.”  
Those were the words written 10 years ago, in our fourth quarter 2009 letter, at the conclusion of 
a decade in which the market lost value.  The results are in and the returns generated from 2010 
through 2019 were indeed far superior to those realized during the first decade of this century.  
 
Coming off a decade in which the S&P 500 posted an annualized loss of 1% per year, investors 
entered 2010 harboring great concerns over what the market would hold over the coming years.  
Although the stock market recovery began in 2009, investors were still scarred by the global 
financial crisis and optimism about the future was scarce.  It was a period, after all, when 
unemployment hovered around 10%. 
 
Nevertheless, investors that stayed the course were handsomely rewarded.  Those who 
succumbed to fear and despair and pulled out of the market suffered tremendous opportunity 
losses.  This is an excellent reminder of two golden rules of investing: 1) never make investment 
decisions based solely on emotions, and 2) never make investment decisions looking only 
through the rearview mirror. 
 
To wit, between the market low in March 2009 and the end of 2019, the S&P 500 returned just 
shy of 500%.  As the new decade dawned, stocks built on the momentum that started in 2009, 
grinding higher in fits and starts, occasionally interrupted by the crisis du jour, charting a course 
where the trend was decidedly upward.  Along the way, investors encountered a rolling European 
debt crisis, unprecedented Fed policy, slowing growth in China, debt and deficit debates, a new 
presidency, and impeachment, and yet as the calendar closed on 2019, the S&P 500 managed to 
register a robust annualized return of 13.6% per year over the preceding 10 years.    
 
Returns generated by the S&P 500 index in 2019 were the second strongest recorded in the last 
20 years, eclipsed only by 2013.  A large portion of the returns were concentrated in the first 
quarter of the year as the market recovered from the sharp declines experienced at the end of 
2018.  The market endured a bout of volatility through the middle of the year before resuming its 
sharp ascent higher to close out the year, posting all-time record highs along the way. 
 
Looser monetary policy and calming trade tensions helped boost the market during the fourth 
quarter.  The Fed cut rates by ¼ point in October, the third rate cut in the last two quarters. No 
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changes were made at their December meeting as the committee deemed current policy 
appropriate to support continued economic expansion and a strong labor market. 
 
The trade dispute with China had been vexing investors for many months, as positive 
developments would fuel a rise in the market only to be met by renewed recriminations and tariff 
threats that sent share prices retreating.  It was against this backdrop that investors welcomed 
news that a phase-one trade agreement had been reached with China in December.  While it does 
not contain all the provisions desired by the administration, it is progress and marks a de-
escalation of tensions between the two countries.  The hope now is that the stage is set for add-on 
deals. 
 
All S&P 500 sectors, with the exception of Real Estate, posted positive returns in the fourth 
quarter.  For the full year, every sector ended higher.  Technology stocks were particularly strong 
registering a phenomenal return of 50%.  Apple and Microsoft, the two largest constituents in the 
index and each sporting a market cap in excess of $1.2 trillion, were also the largest contributors 
to the rise experienced by the overall market and the technology sector in 2019.   
 
There was broad participation in the stock market rally by all major investing styles.  Of the 62 
Russell indices covering large, medium, small, value, and growth stocks, only nine returned less 
than 25% for the year, and of those nine, all but one returned more than 20%.  While virtually all 
segments of the market performed well, large-cap stocks edged out their mid and small-cap 
peers, and growth stocks outpaced value stocks for the year.     
 
We enter the new decade in a much different place than that which existed 10 years ago.  Much 
of the gloom that existed at the turn of the previous decade has dissipated and while the current 
market is not without uncertainty, the overall economy and market are much healthier.  
However, unlike in 2010 when the S&P 500 was trading below the lower band of our Fair Value 
Channel, the market is currently hovering around the middle of the channel, making the market 
more susceptible to any unforeseen shocks that may come.  As always, a properly constructed 
portfolio, consistent with your personal objectives, is crucial to achieving your goals while 
weathering any market volatility. 


